or one internally consistent definition of "relatively stable," the wage share in the United States for the period 1929-1954 (or perhaps longer) has not been relatively stable.
Robert Solow (1958, p. 618) "The shares of labor and physical capital in national income are nearly constant." This is how Barro and Sala-i-Martin (1995, p. 5) , in their popular text on economic growth, expressed one of the well-known stylized facts of economic growth, most closely associated with the pioneering work of Nicholas Kaldor (1961) . The relative stability of labor's share constitutes one of the great macroeconomic ratios -something that all economists know, despite the fact that Robert Solow showed it ain't so. 1 At least, it ain't so given one "internally consistent definition" of "relatively stable". Specifically, Solow argued that U.S. aggregate labor's share is not stable relative to the behavior of industry labor's shares. In this paper I re-present Solow's argument and demonstrate that it has held true into recent times. Then I will argue that for the great macroeconomic ratio to be meaningful it must be interpreted in terms of long-run, offsetting shifts in "services" industries versus "goods" industries, both in terms of their respective labor's shares and shares in total value-added. 1 While this paper was originally motivated by Robert Solow's 1958 paper, "A Skeptical Note on the Constancy of Relative Shares," it plays on title of a 1997 paper by the same author: "It Ain't the Things You Don't Know that Hurt You, It's the Things You Know that Ain't So." The approximately two thirds labor's share is considered a great macroeconomic ratio. However, Table 1 , using data on 35 industries spanning the entire U.S. economy, illustrates that labor's shares vary across industries from less than 30 percent to well over 80 percent. Furthermore, industries with shares outside the 65 to 70 percent range are not negligible in terms of shares of total value-added. So there is nothing special at the industry level about the two thirds number. Table 2 reports standard deviations for industry labor's shares from 1958-1996, as well as the standard deviation of aggregate labor's share. Each and every industry standard deviation is larger than the aggregate standard deviation. One is tempted to declare that the aggregate share has been surprisingly stable. However, as Solow (1958, p. 621) noted, the intuition rests on an interpretation of stability relative to that which we expect given changes in industry shares. Consider the following benchmark: k industries, each with an equal share of total value added, and each with identical labor's share variance, σ 2 . If the shares are statistically independent then aggregate labor's share variance will be σ 2 /k -less than the common industry σ 2 . Just because aggregate labor's share is less volatile than industry shares, this in and of itself does not imply relative stability.
Departing from this benchmark, the variance of aggregate labor's share will be a weighted average of the industry labor's share variances and covariances with weights 2 All data discussed in this introductory section is described in the section that follows. Value added is computed for each industry, i, Solow (1958, p. 624) found. "If anything, the aggregate share fluctuated a bit more than the hypothesis of independence would indicate.") A summary of the above is provided in Table 3 .
A more precise way to get at the issue is to decompose changes in aggregate labor's share into "within-industry," "between industry," and "covariance" component time series. I employ the decomposition of Foster et al (2001) :
The first term on the right-hand-side of (1) is the "within-industry" component and is the contribution of time t industry labor's share changes, holding value-added shares at their t-1 values. The second term is the "between-industry" component and is the contribution of time t changes in value-added shares, holding industry labor's shares at their t-1 values.
6 Finally, the "covariance" component is the contribution arising from the comovement between industry labor's shares and value-added shares.
An advantage of (1) is that it cleanly separates the contributions of industry labor's share changes from those of value-added share changes, while counting separately the comovement between the two share types that offsets or amplifies the contributions.
However, while (1) separates out the "within-industry" component, it does not speak explicitly to the contribution of industry labor's shares' comovement. This shortcoming is addressed below. Changes in the relative importance of goods industries (manufacturing and agriculture) and service industries have long been intimately linked to the process of economic development, e.g., Kuznets (1957) and Kongsamut et al (2001) : the idea of unbalanced growth. labor's share and the large increase (over 10 percent) in service's value-added share. 8 The categorization of (roughly) 2-digit SIC industries into the 3 aggregates is, admittedly, somewhat arbitrary. (The categorization is explicit in the notes to Figure 3 .) Only 23 industries were includedthose which clearly fit into either agriculture or manufacturing or services. As well, "Government Enterprises" were excluded in this exercise to focus on the private sector. 9 Because some industries were excluded, these do not sum to unity at any given date. labor's shares, individually, decreased by more than that of services.) The reason for relative stability, then, is that the share of services in total value-added has increased.
However, perhaps this is not an alternative interpretation of relative stability, but rather a result that would arise from the decomposition (1) and would be driven by the alternative level of aggregation across industries. This is not the case. I perform the same decomposition using the services, agriculture and manufacturing aggregates; to be complete the omitted industries are grouped into aggregates of mineral; construction; transportation communications, and utilities; and government enterprises.
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Figure 5 plots the within-industry, between-industry and covariance components from the decomposition. The picture is strikingly similar to that Figure 2 . Indeed, once 10 Minerals include "Metal Mining," "Coal Mining," "Oil and Gas Extraction," and "Non-metallic Mining"; construction is "Construction"; transportation, communication and utilities includes "Transportation," "Communications," "Electrical Utilities," and "Gas Utilities"; and government enterprises is "Government Enterprises". The above must be recognized when considering business cycle models such as those of Gomme and Greenwood (1995) and Boldrin and Horvath (1995) Of course, to know whether or not the implied labor's share correlations are necessarily problematic would involve calibration exercises with given models and evaluation on a case by case basis (which is beyond the scope of the present paper). The results presented in this section are at best suggestive; they should only be interpreted as a caveat that seemingly small correlations across industry labor's shares may imply counterfactually large aggregate labor's share volatility.
Theories of Development/Unbalanced Growth
When considering the interpretation of relatively stable offered in this paper -i.e., the balanced evolution of aggregate labor's share relative to the unbalanced evolution of industry labor's shares -this suggests that attention should be paid to the recent resurgence of models of unbalanced growth and development. These models are designed to be consistent both with the Kaldor observations (i.e., balanced evolution in the aggregate) and the Kuznets observations (i.e., unbalanced evolution at the industry level).
One segment of this literature focuses on changes in the marginal rate of substitution in consumption between different types of goods (e.g., goods versus services)
as economic growth proceeds. 14 A recent example of a model in this vein is Kongsamut et al (2001) who posited a representative agent with preferences of the form, With preferences, (3), the income elasticity of substitution is less than unity for A; equal to unity for M; and greater than unity for S. As the economy grows, the output and employment shares of A, M, and S decrease, remain constant, and increase, respectively.
The same pattern holds for industry labor's shares; aggregate labor's share converges to a constant. 15 Acemoglu and Guerrieri (2005) have taken a different approach, demonstrating that, given different capital intensities (capital shares) in different sectors whose goods are gross complements in production of a final consumption good, unbalanced growth at the sectoral level goes along with capital deepening. Specifically, the final good is,
( )
where ε < 1 (where ε is the elasticity of substitution) and 0 < γ < 1; Y 1 and Y 2 are sectoral outputs produced according to technologies, As capital accumulates, because ε < 1, the relative price of the capital-intensive sector's (i = 2) good falls relative to that of sector 1. Because of this, the shares of both total capital and labor employed in the less capital-intensive sector (i = 1) converge towards unity as the economy grows. Aggregate labor's share converges to a constant from below. 16 Furthermore, Acemoglu and Guerrieri have calibrated the model and 15 Of course, this need not be consistent with (observationally) balanced evolution of aggregate labor's share if the transition to a constant covers a large range of values. See below the discussion of Acemoglu and Guerrieri (2005) . 16 However, because each sector is Cobb-Douglas, labor's shares at that level remain constant for all time.
So it is not a theory of aggregate versus industry labor's shares. Acemoglu (2003) also provided an induced demonstrated that, e.g., even after 500 years in transition, labor's share may only increase from 62.5 percent to 65 percent. They also demonstrate that the framework is consistent with endogenous technological change via monopolistic competition and innovative
efforts.
Yet another approach to modeling unbalanced growth is based on Baumol's (1967) insights into differential rates of technological progress across sectors. Young and Zuleta (2006) have assumed a representative agent with preferences over two types of consumption,
where 0 < ρ < 1 and 0 < λ < 1. One sector, X, is entirely labor intensive and can only be consumed:
where B > 0 and L X is labor devoted to the X sector (referred to as services). The other sector, Y, (referred to as manufacturing) uses both capital and labor and produces output that can be consumed or invested:
The investment can then be devoted towards the accumulation of physical capital, K, or innovating towards more capital intensive methods:
innovation model where numerous firms maximize profits by choosing to produce either capital-or laborintensive intermediate goods; but these firms only produce using linear capital or labor technologies. The model's contribution is to demonstrate that allowing for both capital-and labor-augmenting technology at the firm level can still yield balanced growth with (net) labor-augmentation only at the aggregate level. But it is not a theory of aggregate versus industry labor's shares either. 17 Kongsamut et al (2001) also assumed that only manufacturing output can be invested.
where (1 -ξ) is the chosen share of investment going towards innovation.
This model is a perfectly competitive model of induced innovation and endogenous growth. 18 Labor's share in services is identically zero. On the other hand, as the economy transitions manufacturing's labor's share goes to zero. In the long-run, services absorb all of the economy's labor while manufacturing tends towards "AK"
production (Jones and Manuelli (1990) & Rebelo (1991) ). Aggregate labor's share converges to a constant as the relative price of services increases forever. This is a model of unbalanced growth generally, and also, specifically, of unbalanced evolution of labor's share at the industry level; balanced evolution at the aggregate level.
CONCLUSIONS
Robert Solow (1958) argued that, from 1929-1954, U.S. aggregate labor's share was not stable relative to what we would expect given individual industry labor's shares.
I confirm and extend this result using data from 1958-1996 that includes 35 industries (roughly 2-digit SIC level) and spans the entire U.S. economy. Changes in industry shares in total value-added contribute negligibly to aggregate labor's share volatility.
Industry labor's shares comovement actually adds to aggregate labor's share volatility.
The same conclusions are evident when data is aggregated up into major industry groupings, including agriculture, manufacturing and services. This is remarkable at this level of aggregation because, apparently, long-run offsetting shifts in goods industries versus services industries labor's shares and value-added shares (i.e., unbalanced evolution at the industry level) lead to the horizontal trend in aggregate labor's share.
The implication is that shorter-term fluctuations dominate industry labor's shares'
volatilities.
The features of labor's shares -both aggregate and industry -are relevant to macroeconomic analysis generally. Business cycle models that, explicitly or implicitly, imply positive correlations across industry labor's shares, may therefore imply counterfactually large fluctuations in aggregate labor's share. As well, the balanced nature of aggregate labor's share vis-à-vis the unbalanced nature of industry labor's shares suggests the relevance of long-run models of unbalanced growth for the study of growth and development. ' data, 1958 -1996. Labor's share is that of annual value added. Aggregate labor's share is calculated as a weighted average of industry labor's shares with industry shares in total value-added as weights. Notes: Decomposition based on the method by Foster et al (2001) as in equation (1). σ denotes standard deviation. ρ denotes correlation. "Actual" refers to actual changes in aggregate labor's share. ' data, 1958 -1996. Labor's share is that of annual value added. Aggregate labor's share is calculated as a weighted average of industry labor's shares with industry shares in total value-added as weights. 1958, 1996 -0.034 -0.045 0.117 Notes: Data from 35-KLEM database. Methodology described in Jorgenson et al (1987) . Manufacturing includes "Food and Kindred Products," Tobacco," "Textile Mill Products," "Apparel," "Limber and Wood," "Furniture and Fixtures," "Paper and Allied," "Chemicals," "Petroleum and Coal Products," "Rubber and Miscellaneous Products," "Leather," "Stone, Clay and Glass," "Primary Metal," "Fabricated Metal," "Nonelectrical," "Motor Vehicle," "Transportation Equipment and Ordinance," "Instruments," and "Miscellaneous Manufacturing" industries.
TABLES

TABLES (CONTINUED)
FIGURES
FIGURE 1. US AGGREGATE LABOR'S SHARE: 1958 -1996
Notes: Calculated from aggregation of 35 industries' data. At the industry level, calculations are of labor's share of value added. At the aggregate level, industries weighted by their share of total value added. 1958 1960 1962 1964 1966 1968 1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1959 1961 1963 1965 1967 1969 1971 1973 1975 1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 Within-Industry Between-Industry Covariance FIGURE 2. DECOMPOSITION OF U.S. AGGREGATE LABOR'S SHARE CHANGES -
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Notes: Decomposition based on the method by Foster et al (2001) as in equation (1).
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FIGURE 3. SELECT MAJOR U.S. INDUSTRY LABOR'S SHARES
Notes: Data from 35-KLEM database. Methodology described in Jorgenson et al (1987) . Agriculture is "Agriculture" industry. Manufacturing includes "Food and Kindred Products," Tobacco," "Textile Mill Products," "Apparel," "Lumber and Wood," "Furniture and Fixtures," "Paper and Allied," "Chemicals," "Petroleum and Coal Products," "Rubber and Miscellaneous Products," "Leather," "Stone, Clay and Glass," "Primary Metal," "Fabricated Metal," "Non-electrical," "Motor Vehicle," "Transportation Equipment and Ordinance," "Instruments," and "Miscellaneous Manufacturing" industries. Services include "Services," "Trade," and "Finance, Insurance and Real Estate" industries. 1958 1960 1962 1964 1966 1968 1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 agriculture manufacturing services
